2023 Spring Digital Finance MBA

A Case Study on the accounting and
corporate tax treatment of virtual assets
using audit report

Hong, Seung Youl

August 2023



2023 Spring Digital Finance MBA

ZAELIAE FEH AR
37 2 WA A AT

August 2023



Executive Summary (English)

Although the number of companies holding virtual assets is gradually increasing, there are only
accounting guidelines related to the classification of virtual assets, and companies develop and apply
accounting policies for the rest, so accounting is not unified in practice. As there is a difference of opinion
between companies and auditors regarding the accounting treatment of virtual assets, and comparability
between companies is also hindered, the Korea Accounting Standards Board announced in July 2023 the
Corporate Accounting Standards (draft) and the Guidelines for Accounting Supervision (draft) related to
virtual assets in the direction of establishing new disclosure requirements related to virtual assets. The
issue of accounting for virtual assets also occurs in corporate tax. According to the Corporate Tax Act,
which adopts a comprehensive income concept based on the net asset increase theory, a significant

portion of virtual asset transactions are taxable income, so a clear tax law guide is needed.

The purpose of this project is to identify the current status of virtual asset accounting and provide
guidelines for future corporate tax treatment. To this end, through the external audit report, we looked at
the issue and status of accounting for issuance and holding of virtual assets of general corporations and
virtual asset exchanges, and analyzed accounting from the point of view of corporate tax reporting. As a
result of the analysis, from the point of view of domestic corporations, when issuing virtual assets, they
are recognized as deferred revenue when the issue price is received and then accounted for at the time of
supply of goods or services. It is suggested that a change in interpretation is necessary when considering
the nature of performance obligations in corporate accounting standards, which are similar to the principle
of duty determinism under the corporate tax law, while legal or economic obligations under the white
paper remain. For virtual assets under the Specific Financial Information Act that are traded from January
1, 2022, if the Corporate Tax Act newly establishes evaluation regulations and operates corporate
accounting standards and corporate tax laws differently, this will also become an important tax issue.
From the perspective of foreign corporations, virtual asset capital gain is classified as domestic source
other income, but the calculation method is the same as capital gain, so it is an issue that needs to be
revised. It is hoped that this project will be used as an important data for understanding corporate
accounting when establishing the guidelines. Finally, the form of virtual assets will change into more
diverse forms, and since the guidelines that cover all of them are limited, a corporate tax form is also
needed to provide voluntary and transparent information for companies, which seems to be able to

supplement the above limitations.
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2. 7V3ARY Al d@ AAIE
1) SARAZIE JARNA

SAG A7 A DE(IFRS Interpretations Committee)oll A= 20191 6¥ 7MdA4HS
Aazprt B FEpako g AStES # H(IFRS, 2019. 6, Holdings of Cryptocurrencies.) S A
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LAY 53 am ks el dEstels HA 9] V5 E XY Ei st B8, b
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Y gHeh(PWC, 2022. 2, Samil PwC assurance monthly newsletter).
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AZE gxst S 8] BAsta e /PFARES SR SAA S FAR
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0 Proposed Accounting Standards Update(lssued: March 23, 2023, Comments Due: June 6, 2023).
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ko, 20221 19 19 o] 7Rk i »3,7}%%4(* A 9 SoAY Alesz |23
< s TP F7ks TR ARG AR ARl M A E = At o
of ZpgApte s FEste]l AstaL vk THEARIANd ALe] ARl A E = T AR
S EAFEAHRY ATzl wEt Nuvh ElE sPEARAg AL S A ge] A S

TP ARG A TbgAte FANED Aol F 2 14E St
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FPIARA A 9)9) PFARA A R ol F3HE AR AN BASHE AdY
o APFrtY wE FRAZG FAY AN 5 FYHoR AgHE Ao e

o

3) 7HIRPIATG ALY R} E A SO F

SATEARY AT el Aavh eelE TP AR AR 2023 19195-H

PR AdU S S MAA F-atel Bad gl TR AYREAA B AR A
HAZE 77 28 do] Fohe w719 TR tets & TLd7A FAA B

ki

AR Al AlEstelol (U AAY A1120529] 4).
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1L =W AAE APaT

A4Y s =2(2021)2 A& dastd sAAe] EAHEES e 7IdEe Al
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AAAZE dAstEo] AR Fof 7ol HAg ZdstHC tiste] 71ERe] FE AL T Hol
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